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Some Limitations of Branded 


Merchandise 
F. J. ScHiink 


N what follows it will be assumed, 
as was urged in editorials in the 
Journal of Retailing of July and Oc- 
tober, 1926, that the true function of 
the merchant is to serve as the expert 
purchasing agent for his customer, and 
that his interests as well as those of his 
public are served best by an increasing 
professionalization and rationalization of 
his part in the system of distribution. 
The concern of the author is basically 
with goods bought for their utility, and 
with the strictly utilitarian factors (gen- 
uineness and durability, for example) in 
goods bought for their aesthetic appeal. 
The system of branded merchandise 
represents an effort to obtain the fol- 
lowing principal advantages for the mer- 
chant or the manufacturer: (1) To 
stamp in the mind of the buyer a name 
or package which represents a complex 
of merits or qualities so as to facilitate 
his obtaining the same characteristics in 
subsequent purchases. (2) To furnish 
a needed tie between advertising, local 
or national, and the goods for which 
a demand is being created. (3) To af- 
ford a concrete vehicle for the good- 
will or good name of the producer or 
dealer. 

There is no doubt that the brand sys- 
tem, in a less evolved form, has been 
of great value not only to the producer 
- but to the merchant and the consumer 
as well. With the elaboration of the 
merchandising system and the growth of 
national advertising, serious defects are 
discoverable by anyone who will read 
the trend of the times with an eye to 
what is happening to the buyer of use- 
ful goods. 


Nature of Goods Disguised 


In the first place, the number of 
brands having substantially identical 
_ characteristics under the label tends to 


grow without limit, as soon as those 
characteristics have been found to gain 
ready response in consumer demand. Sec- 
ond, with the ever higher development 
of science and the technical arts, the 
complex of characteristics which a brand 
implies has become so involved and so 
difficult of analysis that consumer veri- 
fication of the claims and implications 
of certain types of branded merchandise 
becomes impossible. People everywhere 
are beginning to wonder if the routine 
and sameness inseparable from the fac- 
tory system may not be too dearly 
bought; if, for example, the great sav- 
ings possible by mixing and packaging 
chalk, soap, pink dye and a spicy flavor 
by machinery, in ton lots, are all frit- 
tered away by the time the tooth paste 
lands on the retailer’s counter. 

There is evidently a great temptation 
under the brand system to take simple, 
ordinary goods and surround them with 
a halo of characteristics which are either 
non-existent, or if they do exist, are of 
no consequence. Simple facts are pre- 
sented as “secret” formulas and mar- 
velous discoveries. For example, the 
best soap, as soap, may be made for less 
than 10 cents a pound (the government 
buys it, under rigid specifications, for 
9 cents). Disguised by a nationally ad- 
vertised name, colored and perfumed 
in a quite regal but inconsequential 
manner, it passes out of the class of 
commodities and becomes a luxury. As 
Ellwood Hendrick says, soap is soap, 
and “very often the big yellow cake of 
the laundry and the scented “Thing of 
Perfection’ in the boudoir are made 
from the same stock.” Yet we read in 
one of the great national women’s mag- 
azines: “Blank nourishes your skin like 
a cream; Blank banishes body odors for 
36 hours; Blank completely eliminates 
dandruff.” Pure magic and mysticism! 
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And yet a dozen great soap makers are 
making even more extreme statements 
than this. 

Assuming that the merchant is in- 
terested in providing his customers with 
the utmost utility for their money in the 
way of soap, will he not avoid abetting 
such advertisers in foisting off on his 
customers soaps sold at the highly in- 
flated prices accompanied by all sorts 
of fictitious claims for hair and com- 
plexion beautifying, skin and tissue feed- 
ing, and the like? Will he not try to 
urge in so far as national advertising 
pressure will permit him that the best 
soap that it is possible for money to buy 
can be had at the price say, of “Ivory”? 

When soap is compounded with a 
little cresol or similar cheap coal tar 
disinfectant, and the manfuacturer 
through lavish expensive advertising 
talks about a “new kind of cleanness” 
the retailer who permits his advertising 
and display space to be used in further- 
ing such a product is also indulging in 
commercialized mysticism. Fantasy has 
its place in art, but in advertising and 
merchandising it adds to expense in a 
way that brings no sufficient compensa- 
tion to the customer. Furthermore, the 
embellishment of simple materials with 
lovely lithographed names and pictures 
makes for no mean share of the cross- 
hauling waste which permeates all in- 
dustry. Carbon tetrachloride is shipped 
east in tank cars, and Carbona, Nacto 
and a large family of related products 
move west in bottles, with caps and 
labels and service for which a good deal 
more is charged than for the materials 
contained. 


Varying Compositions Under a 
Brand 


Perhaps the worst feature of pro- 
prietary materials is that they vary in 
composition. As the Department of 
Agriculture has specifically pointed out 
with respect to insecticides, the producer 
often turns the experimental work over 
to the public todo. If he hits it badly the 
first time, he can change the formula ad 
libitum and carry on, on the same ad- 


vertising, the same brand name and the 
same “good-will.” A famous baking 
powder cornpany, after advertising that 
the only proper baking powder was pre- 
pared with cream of tartar, found a rise 
in the cost of cream of tartar sufficient 
reason to forget all of its convictions 
about the harmfulness of other types of 
baking powder. It went into huge pro- 
duction on one of the kinds which it had 
previously proclaimed to be quite un- 
suitable for its customers. 


Vagueness of Quantity 

Another disadvantage of the brand 
system from the standpoint of the con- 
sumer, is the vagueness as to quantity 
which it engenders. If one is buying 
kerosene or lumber, or sawdust, he buys 
a definite or at least determinable grade 
and quantity. On the other hand if it 
is an insecticide, or household lubricating 
oil, or furniture polish, or sweeping 
compound, the quantity is practically 
never emphasized, and the reference is 
to “our handy package,” or “in the con- 
venient tin.” Coffee is sold by the 
pound, but a favorite branded caffein- 
free coffee is being widely sold by the 
tin, and the customary package is 25 
per cent short of a pound but sold as a | 
pound; the legal net weight marking of 
12 ounces does not meet the average 
customer’s eye. And in two stores, it 
apparently did not meet the salesmen’s, 
who passed it off as a pound. 

The brand system often acts as a cloak 
to hide the real utility of a product. An 
interesting instance of this tendency, to 
choose a single example, has been noted 
in the advertising of certain kinds of 
oil. All of the simpler merits of petro- 
leum,—lubrication, rust proofing, fur- 
niture polishing, have been thought up 
and touted, not as attributes of petro- 
leum, but impliedly as very special at- 
tributes of a particular proprietary oil 
product, much as though its exploiters 
were the first to think of making use of 
petroleum for any and all of these pur- 


Buying by Specification 
What other way is there to buy and 
to sell? The most practical way is that 
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used by large manufacturers and the 
government itself specifications. 
When one buys under specifications, he 
tells the producer what he wants, in 
exact scientific terms when possible, and 
when necessary how he wishes it pre- 
pared, packed and labeled. In this way 
he avoids the waste of energy in pro- 
duction of qualities he has no use for, 
and obtains competition upon price, at 
a fixed minimum grade of performance, 
and in definite units of weight and meas- 
ure, 

If one buys purified middlings or car- 
bon tetrachloride, he knows about what 
the price should be and market reports 
keep him constantly apprised of what the 
going rate is for those materials under 
the drive of competition for the buyers’ 
money. If, on the other hand, one buys 
Cream of Wheat or Carbona, there is 
no effective price competition, even 
though the purity and performance of 
the parallel materials under their tech- 
nical or trade names may be the same or 
at least not greatly different. This is 
because of the consumer’s lack of knowl- 
edge of the real nature of the product. 

Paraffine oil can be bought for about 
20 cents a gallon at wholesale, but as 
Smithkin’s Supreme Furniture Polish, 
or, with the oil of citronella added, as a 
sewing machine oil, may reach the con- 
sumer at any price from $4.50 to $12.00 
a gallon. Similarly carbon tetrachloride 
wholesales for about 8 cents a pound, 
but bought as a proprietary grease sol- 
vent or spot remover, its price runs to 
60 cents or a dollar a pound, which 
seems too much to charge for a bottle, 
cork and label, and the costs of selling. 

One company got rich selling to of- 
fice buildings soap paste consisting of 
92 per cent water, 3 per cent sand, and 
5 per cent soap. Such a process of 
wealth getting is obviously impossible 
except where the characteristics of goods 
are determined by what the seller wishes 
to supply rather than what the buyers 
need, and where, moreover, the charac- 
teristics are concealed under a fanciful 
or misleading name. Such _ instances 
could be cited, however, by the hundred. 
In the proprietary medical field they 


may safely be said to be the rule rather 
than the exception. This general type 
of nostrum vending is common and in 
some instances characteristic, in the field 
of insecticides, nearly all types of beauty 
creams, skin foods, and cosmetics of 
many other kinds, perfumes, hair dyes, 
tooth pastes, mouth washes, metal pol- 
ishes, floor and furniture oils, varnish 
and many other items. The government 
buys at 78 cents a gallon varnish in every 
way the equal of varnish sold at retail 
at $7.50 a gallon. Moreover, the gov- 
ernment paid over $4 a gallon for that 
grade of varnish until it developed a 
specification and so obtained real price 
competition. 


Brands Poorly Adapted to Purpose 


Apart from the question of price in- 
flation there is the more serious problem 
of goods not being well adapted to their 
purpose. Marble cleaner and polish 
containing pumice that removes the fine 
surface polish; soap that gradually de- 
stroys woolens, or deteriorates linoleum 
or paint; paint that flakes off in a year 
or two, containing sometimes as much 
filler or “extender” as it does real paint 
materials; a famous lubricating house- 
hold oil that corrodes the surfaces which 
it is designed to lubricate; breakfast 
foods from which important food ele- 
ments have been extracted in making 
other products; moth control chemicals 
that are warranted to eliminate the moth 
problem from your clothing and yet in 
fact have no more effect upon the clothes 
moth or its larvae than so much Chinese 
incense—these are a few illustrations. 

A further unfortunate disadvantage 
of the brand system is the tendency 
which it has to drive goods under their 
real names off the retail market. Carbon 
tetrachloride as such is to be obtained 
at the drug store only at prices eight 
times its wholesale price or even more; 
sodium silico-fluoride, a cheap insecti- 
cide, is almost unobtainable at retail, 
though worth 5 cents a pound whole- 
sale. Five cents worth of the same 
material bought at wholesale price, and 
an insignificant amount of another in- 
gredient, added to water and bottled, 
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make enough of a best seller among 
moth proofing solutions to bring in two 
hundred dollars at retail. Paradichlor- 
benzene is so much sold as a disinfec- 
tant, which it is not, and as a moth con- 
trol medium, which it is, but not in the 
way advertised, that a consumer who 
may wish to use it under conditions for 
which it is effective, may wear out his 
patience trying to locate a pound under 
its real character. One wonders how 
long it will be before monopoly values 
will be added to granulated sugar and 
salt, pepper and lard in the same way. 
It has already been done or tried with 
alcohol, gasoline, petroleum jelly, glyc- 
erine, borax, washing soda, cooked 
cracked wheat, writing ink, collodion 
and a host of other items of no greater 
mysteriousness. 

The Navy and other government de- 
partments and many large corporations 
no longer buy under brand names. They 
are able to get along with things under 
prosaic descriptions, and if a manufac- 
turer wishes to sell a proprietary prod- 
uct, he has to bid on the basis of a price 
suitable to its real constituents rather 
than a fanciful name and reputation. 
Mr. John Dinsmore, a purchasing agent 
of unusually wide knowledge and ex- 
perience, sums up the case against the 
large class of proprietary chemical com- 
pounds for which great claims are made: 

“There are, I suppose, some of these 
items on the market which are based on 
new and thoroughly sound principles, 
but I have never yet found one. With- 
out exception a chemical analysis has 
shown that the so-called new and won- 
derful product was an old friend in new 
clothes and credited with virtues it did 


not possess.” 


Retailers’ Lack of Merchandise 
Knowledge 


Unfortunately for the public, it is 
prone to assume that the dealer is in a 
position to know something about the 
merits of the goods which he sells. It 
still asks the druggist for advice on the 
relative merits of “patent” cough medi- 
cines when the sophisticated layman 
knows that none of them is of any real 


significance as remedies. It still in- 
quires of the manufacturer’s demonstra- 
tors in the department stores whether 
such substances as “camphorated red 
cedar compound” (which the govern- 


ment found was not a mixture of cam- © 


phor and red cedar, but of naphthalene 
and wood chips) will exterminate moths 
in the clothes closet or the bureau 
drawer. But the present day drug store 
operator is but rarely a pharmacist in 
the old sense of the word, nor do the 
storekeepers now generally have first- 
hand knowledge of the nature and real 
utility of branded goods. As one retail 
marketing expert has put it, the func- 
tion of the merchant has become “to sup- 
ply whatever merchandise the public 
feels it meeds—the average retailer 
knows very little about the goods that 
he handles.” Unwittingly the retailer 
has become the forcing agent and ware- 
houseman for the manufacturer of 
branded goods except in a few excep- 
tional industries. What is to be done? 


Need for Merchandise Standards 


In the first place and most obviously, 
the retailer must use the power of or- 
ganization which is already so exten- 
sively developed in trade associations in 
every line of commerce and industry. 
The member stores of the National Re- 
tail Dry Goods Association no doubt 
sell many millions of dollars worth of 
radio sets each year. For perhaps ten 
thousand dollars, experts could comb 
over the field of radio sets and scientific- 
ally eliminate those makes and types of 
sets and accessories which do not repre- 
sent good value for the money, the half 
dozen better makes covering distinct 
price lines could be given a certificate of 
approval, and their manufacturers put 
under bond to maintain quality and per- 
formance on those approved. Exactly 
the same could be done for phonographs. 
The most perfect phonograph or radio 
set can do no more than exactly repro- 
duce the music or speech supplied to it 
by electric waves or by the topographical 
undulations of the record disc; the 
amount by which the instrument falls 
short of that ideal reproduction is ca- 
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pable of exact measurement and specifi- 
cation. 

Associations of retailers in hardware, 
in drugs, in dry goods, and in the de- 
partment store trade, could build up at 
small cost a bulletin service which would 
take advantage of the latest findings of 
the Bureau of Standards, of t’ie Bu- 
reau of Chemistry, of the Insecticide and 
Fungicide Board, and of the specific 
trade controversies affecting the quality 
of goods as decided by the Federal Trade 
Commission. It could also publish the 
findings of the associations’ own en- 
gineers and chemists. 

The medical men have nearly solved 
this problem. The American Medical 
Association, with a finely equipped an- 
alytical laboratory and a staff of field 
investigators, have searched out and bul- 
letined the nostrum vendor in no uncer- 
tain way and listed safe and approved 
products. This information is readily 
available. The American Bakers’ As- 
sociation and the American Gas Associa- 
tion have done similar work. One or 
two other associations of intermediate 
consumers have also done good work in 
a small way. 


Remedy in Co-operative Effort 


In the field of retailing, however, little 
has been done. The retail trades have 
this matter entirely within their own 
hands to correct. No legal innovations 
are involved. Goods can be submitted 
for test and investigation, the manufac- 
turer can, if desired, be assessed the cost 
of the test, and will be glad to pay if 
he is certain the affair is conducted hon- 
estly, openly, and competently; if his 
goods fail to pass, he can and should be 
helped to make them right. The whole 
level of industry will be raised by the 
introduction of standards and specifica- 
tions; the arts and sciences are ready in 
most fields to provide the data and in 
other fields can be rapidly and cheaply 
extended to do so. The numerous poison- 
ous hair dyes and face creams, the naph- 
tha soap which does not contain naph- 
tha, the castile soap which has no olive 
oil, the washing powder containing ex- 


cessive alkali, the too-gritty scouring 


powder, the fake eye washes, the “re- 
ducing” bath salts, the allegedly antisep- 
tic throat tablets, the vacuum cleaner 
that wears out the rugs, the aluminum 
ware which sells its reputation instead 
of long service in the kitchen; the cheap 
shirts that sail under an “English broad- 
cloth” alias; the all-wool clothing con- 
taining 35 per cent cotton; the foun- 
tain pens whose points scratch because 
they have not been carefully polished; 
the silver polish that scratches, or con- 
tains the deadly cyanide; the 25 year 
watch cases that are good for perhaps 
five years at the most; and the fifty year 
silverware of which the base metal be- 
gins to poke through in one fifth the 
guaranteed time—all of these illusions 
may be got rid of and the net cost to 
the consumer dropped to a degree that 
will make him rise up and call the re- 
tailer friend and neighbor indeed. 

In a word, merchandising may be 
made into a profession only by coopera- 
tive effort, building up a body of exact 
knowledge about goods,—else the con- 
sumer will increasingly regard the mer- 
chant as the manufacturer’s sales agent, 
or at the worst, his warehouseman. The 
application of such expert knowledge 
will reduce trade in some lines just as 
do all rectifications of error and inequity, 
but in the long run everyone’s business 
will be increased because of the increased 
buying power given the consumer. 

When retailers carry on tests and sup- 
ply technical knowledge to the selection 
of their goods, a new type of brand 
will make its influence felt, a brand 
mark or identification added to that of 
the maker,—in some cases, perhaps, ad- 
ded by the maker,—and saying to the 
customer, in effect: 

This brand identifies articles repre- 
senting the result of controlled man- 
ufacture under expertly devised 
specifications, (No..... of...... ) 
followed by regular testing and in- 
spection to see that the specifica- 
tions are complied with. This store 
guarantees that the price of this 
item is in reasonable relation to its 
cost of production plus a fair charge 
for the services of distribution. 
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A Few Principles of Buying 


J. L. Fri 


HEREAS formerly the buyer was 

in a position to act more as an 
agent to dispose of what he had pur- 
chased, he has become more an agent 
to purchase what the customer wants. 
In performing this function, he assumes 
two very distinct responsibilities: To 
trade so as to protect his own interests, 
i.e., to make a fair profit, and at the 
same time to assist the wholesaler and 
the manufacturer in interpreting what 
to buy and to produce so that they in 
turn may be able to do business eco- 
nomically and profitably. Standing as 
he does at the point where producer 
and consumer meet, the buyer auto- 
matically assumes a serious responsibility 
in the whole scheme of commerce. It 
is through him that consumer demand 
is, or should be, transmitted to the man- 
ufacturer and that new ideas and new 
merchandise reach the consumer. Con- 
sumer demand is the basic structure 
upon which a successful buying pro- 
gram should be built. The nearer the 
buyer can judge the needs and the de- 
mands of his trade as to quality, quan- 
tity, and price the quicker he can dis- 
pose of his stocks and get his capital 
back through sales. This, if it is done 
profitably, is practically the whole sci- 
ence of merchandising. 


Buying Based on Selling 

The selling should be considered al- 
ways before the buying. From personal 
contact with customers, and through 
salespeople, the buyer should try to de- 
termine what his customers want before 
he orders. Having determined the 
amount, the quality and approximately 
the price that he should pay, the buyer 
is now in a position to scout the mar- 
ket for the merchandise which will best 
satisfy his requirements at the lowest 
price. After he obtains the best possible 
quality at a price, he then trades for 
the best discount and terms. Having 
determined his needs first as to quality, 


quantity, and price a buyer is less apt 
to allow a larger discount or a lower 
price to govern his purchase. The 
mark-on should be seriously considered 
at the time the buyer makes his pur- 
chase so that he may know how much 
he should pay for the merchandise. At 
the time the goods are marked, however, 
the buyer should consider what the cus- 
tomer will pay, in the light of competi- 
tion and the general nature of the de- 
mand. The mark-on percentage for 
the department as a whole should be 
a guide only in marking individual lines. 
The buyer should in no sense be con- 
trolled by it. 


Sources of Information 


The sources from which a buyer may 
obtain information as to what to buy 
may be divided into inside sources, out- 
side sources and his own general experi- 
ence. Inside sources include, (1) sales 
records—what is selling, and what has 
sold during the corresponding period 
of the previous year; (2) information 
from salespeople; their impressions of 
what will sell as indicated by the cus- 
tomer’s attitude toward the merchandise 
in stock; (3) “want slips” or “call 
slips” on which are recorded systematic- 
ally the merchandise which is called for 
and is not in stock; and (4) the store’s 
own style advisor. The sources which 
this department uses are practically all 
available to the buyer. 

The major outside sources may be 
classified under the following headings: 

(1) Reports by the comparison office 
or by personal observations of what 
competitors are selling or have stocked 
and are not selling. 

(2) Manufacturers, wholesalers and 
jobbers or their representatives, and 
catalogues, circulars and direct mail 
from these sources. 

(3) Resident buyers or the store’s 
own central office. The sources of in- 
formation for these offices are, of course, 
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the same as for the store itself. Their 
advantage lies in their ability to use the 
sources. 

(4) Trade papers, magazines and 
newspapers—both the advertising and 
the articles on current happenings and 
future tendencies. 

(5) Trade services. There are many 
kinds of services which may be pur- 
chased—both foreign and domestic. 
Some give general trade information 
and market conditions. Others give 
specific information on a particular line. 

(6) General observance of buying 
customers and living habits. 

The buyer’s own experience and his 
ability to interpret the information de- 
rived from the services mentioned above 
are the determining factors in success- 
ful planning of purchases. Buying will 
never become an exact science. Even 
with the most complete information 
there are still variable factors, adjust- 
ments and interpretations that require 
judgment. 

Planning Purchases 

The best place to plan the buying 
and to make out the list of what to buy 
is in the store. The buyer has available 
his present stock and records of the 
sources of it. The merchandise from 
different vendors may be compared, side 
by side, as to value, and from stock rec- 
ords the profitableness of each line de- 
termined. Again, by planning in the 
store, the salespeople, those who are re- 
sponsible for the selling of the merchan- 
dise, may be asked for their advice. Not 
only do they often have good opinions 
but also they develop a strong sense of 
responsibility in selling merchandise in 
the selection of which they have had a 
part. 

Such store planning does not mean, in 
the least, that orders should be placed 
in the store. After having decided what 
is needed as to quantity, quality, and ap- 
proximate price, the next step, of course, 
is for the buyer to study all available 
sources and to fill his order to best ad- 
vantage. Unless this is done the buyer 
soon becomes out of date. He is very 
likely to buy high and of necessity sell 


high and the result is inevitable, a loss 
of trade to the more progressive com- 
petitors. As purchasing agent of his 
customers he has a serious responsibility, 
that of procuring the best merchandise 
available at the lowest price, consis- 
tent with good quality. 

The buying plan should, in so far as 
possible, be in terms of the retail price, 
that is, what the goods will sell: for. 
Consumer demand is measured in terms 
of what the customer will pay. In 
buying to this demand, therefore, a 
buyer should plan what he expects to 
sell the goods for and then buy to 
that plan. The advantage of establish- 
ing price lines and of buying to them 
especially in such merchandise as wom- 
en’s ready-to-wear is being increasingly 
emphasized. If a buyer, when he goes 
to market, has rather definite ideas of 
what he is going to sell his goods for 
he can give more attention to the selec- 
tion of the best quality for that price. 
Not enly does the establishing of defi- 
nite price lines greatly aid in buying but 
it materially assists in selling. 

Standard of Quality 

As a part of the buying plan the 
buyer should establish a standard of 
quality for the merchandise which he is 
going to purchase. This helps to keep 
the buyer from yielding to the tempta- 
tion to buy merchandise which is not in 
keeping with the general standard of the 
house especially when business is not as 
good as it should be. Buying to a stan- 
dard helps the buyer in making simple 
the purchase of merchandise, it protects 
the customer and increases her good- 
will toward the store, and finally it im- 
proves the quality of merchandise and 
becomes an important factor in merchan- 
dising upward—a problem which is 
continually facing all buyers. Any 
buyer can buy a “job” when business is 
bad and bring up his volume but a good 
buyer with a buying plan makes this the 
exception rather than the regular pro- 
cedure. ‘The former may increase im- 
mediate profit but good buying should 
protect the long time profit. 

There are many lines of merchandise 
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which can be bought by specification, 
that is, by concrete measurements of the 
qualities. For example, in a chemical 
laboratory a buyer may test or have 
tested the percentage of wool or cotton 
in a fabric, the percentage of dye, the 
percentage of shrinkage and the chem- 
ical ingredients of a great number of 
articles. There is reason to believe that 
larger retail institutions, such as depart- 
ment stores, mail order houses, and chain 
store systems will purchase an increasing 
amount of their merchandise in this way. 
For the average buyer, however, the 
size of the order does not permit, as a 
general rule, any practical use of this 
method of purchasing. 


The Market Trip 


After a buyer has clearly determined 
his needs as to quality, quantity and 
price his next problem is the source of 
purchase which he may best use. A 
buyer, before he goes to the market, 
should decide in so far as possible what 
sources he will visit and in what order. 
If he has a resident buying office or rep- 
resentative in the market his market 
itinerary will be much more easily ar- 
ranged. 

The order of visiting houses is im- 
portant especially in some lines of mer- 
chandise. Regardless of the grade of 
merchandise which a buyer intends to 
purchase he may profitably visit the 
sources first that have the reputation 
for showing the highest priced lines of 
goods so that they may learn as much as 
possible about the best grade and newest 
styles of merchandise. By seeing the 
quality in the better grades a buyer 
may better judge the value of the lower 
grades. Next the cheapest priced lines 
should be inspected and then the medi- 
um priced houses. By visiting the cheap- 
‘est lines before the medium priced lines 
the buyer lessens the chance of placing 
orders in medium priced houses that 
might well have been placed in the 
cheaper lines. This method of visiting 
sources in the central market is, of 
course, more advantageous in style mer- 
chandise but even in staple lines there 


are usually at least three grades of 
sources as to quality and price. 

Before a buyer visits the manufac- 
turers in the central market he should 
first make a tour, however brief, of the 
retail stores. To a large extent what 
is shown today in a central market will 
be shown tomorrow in adjoining terri- 
tory. A few years ago the lag in time 
between the appearance of new ideas and 
new merchandise in the central market 
and its appearance in other parts of the 
country was several weeks or months. 
The difference in time now is, as a rule, 
very small but sufficient to give the buyer 
some good ideas before purchasing. He 
should visit the best store first to see 
what is good, what is new, what is com- 
ing in. This, of course, is especially true 
of merchandise with a style element. 
The better stores in a central market 
are quick to show a style and just as 
quick to stop handling it. 

Next the buyer should visit the 
cheapest store to see what is going out 
—what is too common. If an article 
with a style element is shown in the 
cheapest stores and bargain basements 
its possibilties are limited in any part of 
the country. If it can be purchased for 
immediate delivery there may be a pos- 
sibility of capitalizing on it before the 
demand for it in his community passes. 
It should be remembered, however, that 
consumer demand is fickle and a style 
vogue comes in and goes out in all parts 
of the country within a very short time. 
There are no dumping grounds in iso- 
lated communities for style mistakes. 
Quick action is always necessary in buy- 
ing and selling merchandise with a style 
element. After the cheapest priced 
stores have been visited the buyer should 
visit the medium class stores to see what 
is selling well and how it is being sold. 
What is selling well in the medium 
priced stores today will perhaps be the 
bargains of tomorrow. 


Knowledge of Goods 


The buyer should be able to judge 
with a reasonable degree of accuracy 
the comparative value of goods, especi- 
ally when the goods are of a more staple 


nature. There are, of course, many 
buyers who depend almost entirely upon 
the integrity of the house from whom 
they are buying. In some lines and with 
some houses this procedure will prove 
quite satisfactory. There are numerous 
examples of highly successful buyers who 
know very little about the real qualities 
that make for values in the merchandise 
they are buying. These conditions should 
be considered the exceptions, however, 
rather than the general rule. There are 
sharp practices in most lines of merchan- 
dise. Although there is a tendency to- 
ward a higher plane of trading the one 
price system still exists only between the 
retailer and ultimate consumer with few 
exceptions. In the garment trade prac- 
tically all dealings are in the form of 
trading and averaging. ‘There are sec- 
onds in most lines, even in some branded 
merchandise. A knowledge of goods is 
essential. 

A buyer should be expected, as a min- 
imum requisite, to know most of the 
following facts about the lines he is buy- 
ing: 

1. Something of the raw material 
from which the product is made—its 
source and the general conditions of 
supply. 

2. The process of manufacture and 
the amount and nature of the output. 

3. The relative importance of mate- 
rial and workmanship, that is, what per- 
centage of the cost each represents. 

4. General labor conditions as to skill 
required, earnings and degree of organ- 
ization. 

5. The broad aspects of the industry. 

6. Style features of the product as to 
period, vogue and effect on value. 

7. Why and when the merchandise is 
seasonal. 

8. Thorough knowledge and appreci- 
ation of the quality and workmanship— 
is it hand made or machine made, etc. 

9. Trading customs, ethics of the 
trade and the bargaining possibilities. 


Job Lots 
A job lot is a group or assortment of 
different styles, sizes, and qualities, that 
is offered at a price usually lower than 


the aggregate of the individual items. 
The important things for a buyer to con- 
sider in buying a job lot are, first, its 
value and, second, whether it fits into his 
plan of operation. In other words does 
it have value to him? 

As in a regular line of merchandise, 
the value of a job lot must be deter- 
mined by the selling possibilities. If the 
lot is all to be offered at a single price 
the retail value may be determined, 
simply by multiplying the number by the 
price per item. Then by deducting the 
mark-up desired from this total the 
maximum cost price may be determined. 
If, however, it is to be sold at a num- 
ber of prices then the lot should be 
broken up and each unit thrown into the 
price group in which it will sell with- 
out doubt. Again by the process of mul- 
tiplication and addition the total retail 
value may be determined from which 
the cost value is derived. There are a 
great many job lots such as the bankrupt 
stock of a retailer, in which a thorough 
knowledge of the value of a normal re- 
tail stock is necessary. End sizes, ob- 
solete styles, etc., especially in women’s 
shoes, materially decrease the value of 
the total stock. 

The common error in buying a job 
lot of merchandise is that buyers are de- 
ceived by a few leaders which have been 
put in by the vendor to “sweeten” up 
the lot. The lot must be judged, how- 
ever, by how well all of it will sell, 
rather than by how well seventy-five 
per cent of it will sell. It is usually 
the last quarter or third of a “lot” of 
merchandise that makes it unprofitable. 
As a general rule no “job” should be 
bought unless it can be marked at a price 
that will move it all at once and give 
a profit. 


Cordial Relationships with Vendors 


Although a buyer is in the market to 
get the best possible buy he must con- 
sider the value of good business rela- 
tionships with the people from whom he 
buys. A good trader is respected for 
his ability and knowledge of what he is 
buying. Nothing is to be gained by 
taking advantage of little technicalities. 
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A buyer should try to build up a repu- 
tation for being reasonable. Some small 
retailers feel that the accounts, because 
of their size, are insignificant to the 
larger resources. This may be true 
with some resources but with the better 
ones it is just the opposite of the truth. 
A good business for a resource in the 
central market is usually built upon a 
large number of smaller accounts. Re- 
gardless of the size of the order most re- 
sources value an account and are will- 
ing to meet reasonable demands on the 
part of the buyer. 


Placing the Order 


The buyer should avoid any undue 
influence from the vendor in making the 
final decision in purchasing. Discounts 
should not be allowed to unduly influ- 
ence the buyer in his purchase as to quan- 
tity or quality. Even though a high dis- 
count be given on a quantity over the 
planned purchases it will usually be 


found that the mark-downs required to 
move the last items will more than 
counterbalance the possible saving in 
discounts. 

Finally, a buyer should make out a 
formal order for the merchandise in 
which is included all of the conditions 
of the contract, as description, quantity, 
price, terms, delivery, dates and condi- 
tions of shipments. This is a protection 
to both the vendor and the buyer. It de- 
creases the number of misunderstandings 
and gives a fact basis for adjustments or 
arbitration. In case of difficulties a 
buyer should show his willingness to ar- 
bitrate unless, of course, the vendor is 
evidently in the wrong and can be 
proved to be so in case of legal action. 
But even in cases where the vendor is 
wrong, arbitrators will adjust in favor 
of the buyer. Legal action should be 
taken only as a last resort to protect 
one’s name or financial assets. 


The Policies and Duties of a Retail 
Credit Department 


J. H. EpGerton 


OME of the important definitions 
of credit are as follows: 

1. Belief in the truth of a statement 
or in the sincerity of a person. 

2. Reputation derived from the con- 
fidence of others. 

3. Influence derived from the good 
opinion or confidence of others. 

4. In bookkeeping, the entry to an 
account of any amount paid a debtor on 
account of his debt. 

We gather from these four defini- 
tions of the term that credit is not con- 
fined to dollar value. A man or woman 
making sincere statements of facts which 
when looked into are proved to be cor- 
rect receives credit for honest state- 
ments. A buyer who follows through 
and completes his job receives credit 
both in remuneration and confidence of 
his employer. An executive who ad- 


ministers fairly, justly and humanely 
receives credit for his policy and ac- 
tions. A store grants credit when it 
enters items charged to a customer’s ac- 
count. Personal credit may be abused 
as well as financial credit. But at some 
time a balance must be struck. It is 
possible for an employee to extend the 
credit line. It is possible for a store’s 
customers to re-establish their credit. 
When one absolutely loses confidence, 
credit has been strained beyond recov- 
ery. This applies to financial, personal 
or moral credit. 


Evolution of Credit 


Today the credit department is re- 
garded as the financial sales agent of a 
store. The reason for this is that the 
transaction has not been sold at a profit 
until credit has been passed and collec- 


tion made. Years ago credit was thought 
of in terms of commodities, i.e., a man 
selling a number of bear skins was en- 
titled to so many bushels of potatoes of 
corresponding value. No money passed 
and bank checks were unheard of. Peo- 
ple trusted only their relatives or very 
intimate friends, not other persons. 
Later several forms of credit granting 
were introduced but there was doubt 
whether they could be used safely in re- 
tail business. Twenty years ago, a cred- 
it reporter looking up a prospect for 
credit would write “Subject is five feet, 
ten inches tall, hazel eyes, walks with a 
limp, etc.,” the description being used 
to locate him if he disappeared. Credit 
was confined as far as the general pub- 
lic was concerned to weekly or monthly 
accounts at the grocer’s or butcher’s. 
Only the well-to-do enjoyed store ac- 
counts, but these paid largely at their 
convenience. 

In this era a great proportion of all 
business is transacted on a credit basis, 
principally because it is a convenience. 
When a device or agency is sound, 
practical and convenient, its use is not 
due to popularity but rather common 
business sense. Retail credit is a shop- 
ping convenience enabling customers to 
buy in one month, receive an itemized 
list of their purchases and pay during 
the next month. The charge customer 
enjoys a number of things not accorded 
the general public—among them 

1. Itemized bill of purchases to en- 
able him to keep records. 

2. Advance notice of sales. 

3. Intimate contact with sales force. 

4. Pleasant contacts with such de- 
partments as the bureau of adjustment 
and the credit department. 

5. Relief from carrying various sums 
of money. 

The benefits from retail credit are 
many to both store and customers. It 
teaches the young to carry and to meet 
obligations. It enables families to buy 
co-operatively at a saving. The store 
receives a steady business that could not 
be derived as consistently from transi- 
ents. 


We must build a credit business with 
a vision for the future. Families are 
walking and talking advertisements for 
a store. It’s a big tribute when a cus- 
tomer says—“My mother and grand- 
mother had charge accounts with 
Blank’s.” The policies of the house 
should encourage and inspire confidence 
in customers for three generations. Re- 
taining old friends and patrons is just 
as important as gaining new ones. 

Retailing is so competitive and service 
plays such an important part that we 
have to “step on the gas” so to speak. 
The goal is to try to serve better and 
more quickly and to give better values. 
The store must never forget to try to 
inspire in its customers the inclination 
to say. “Shopping is such a conveni- 
ence in Blank’s—something so different 
about Blank’s.” The cordial salespeo- 
ple, the quick delivery, prompt charge 
service, accurate and early bill render- 
ing and the value and condition of mer- 
chandise when received—all these the 
store should try to make distinctive. 

Kinds of Credit 

Two kinds of retail credit are most 
generally offered (1) The regular 
charge or thirty day account, (2) The 
deferred or home furnishing account. 
The regular charge account is a tem- 
porary condition. The deferred account 
permits larger purchases of household 
goods for which payments can be made 
ordinarily in three to ten months, and 
for which sometimes a year or even 
longer is allowed. Both forms of credit 
properly negotiated for an ext:nded 
period on a sensible basis are good vusi- 
ness. The store should counsel and 
advise rather than exploit and encourage 
overbuying. 


Bases for Credit 


Retail differs from wholesale credit in 
many respects. The wholesaler has 
more tangible bases to work on such as 
signed financial statements, commercial 
ratings, definite banking references. He 
can deliberate and discriminate more 


sharply. 
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The retail credit office is obliged to 
be very careful in accepting applicaticns 
for credit. While those nct entitled to 
credit are in the minority all applications 
must, nevertheless, be gone over pains- 
takingly. The bases for credit are im- 
portant. There are four principal fac- 
tors: Character, capacity, capital, per- 
sonal background. Character is first. 
A man or woman with character plus 
capacity will go a long way without 
capital, But with capacity and capital 
minus character, he or she may not go 
so far. So if the applicant has charac- 
ter, capacity or ability, capital, which 
means, of course, the world’s goods, and 
is well thought of as a citizen, the store 
has a good risk. We apply the same 
principles to the millionaire, the custo- 
mer of medium class and wage earner 
alike. Business is so thoroughly democ- 
ratized that we could not afford to be 
charged with discrimination between 
classes. 

Character is a fundamental point on 
which all legitimate business dealings are 
based. It is placed first as the most 
important thing we look for in credit 
extension. Capacity—often called the 
ability to do things—is second ; it means 
really, the knowledge of business plus 
ability. A man or woman with charac- 
ter and capacity has two valuable assets. 
Capital is placed third. A great many 
people think it should come first. But 
with character, capital even in large 
amounts is not well regarded in busi- 
ness. Bankers often lend large amounts 
to people known to have character al- 
most on a single promise to pay. Capital 
or wealth properly used is a tangible as- 
set. Personal background means, who 
is she, or he? Who have they been? 
This factor can come from the family 
tree, social standing, business career. 
Reputation in the community is of great 
importance and may be recorded as fol- 
lows: “He has worked ten years for so 
and so, and now holds a responsible po- 
sion. He has lived at such an address 
for eight years paying a fair rental. He 
is well thought of in the community. 
His father has been employed for so 


many years and enjoys a good reputa- — 
tion.” 

Uniform treatment of patrons is im- 
portant. It is frequently wise to accept 


credit on a “moral risk” basis. That 
means a case where a person has char- 
acter and capacity with little or no cap- 
ital. In such an instance the store in- 


vests in the future prospects of this pa- | 


tron, assisting him in the present. 

With thousands of retailers employing 
thousands of employees and doing mil- 
lions on a charge basis, it is easy to un- 
derstand what an important part credit 
plays in the national scheme of finances. 
Yet it is no exaggeration to say that 
99% per cent of the people are honest. 
The statement is not exaggerated even 
though gross losses of .5 per cent are 
common. This percentage of gross losses 
includes cases of misfortune as well as 
of dishonesty, and the amount of abso- 
lute dishonesty is much less. 


The Charge Application 


The steps in the charge application 
may be tabulated as follows: 

1. Customer applies. 
2. Reference sent for. 
the Retail Credit Bureau. 

3. Folder made out and limit of ac- 
count is placed on it. 

4. Notification sent to customer. 

5. Tube room notified, so that when 
customer buys charges will be author- 
ized. 
6. Bookkeeping department notified 
and ledger card made out by this de- 
partment. 

7. Geographic file, 3 x 5 card typed 
for this file so that the account may be 
found according to street address as 
well as by name. 

8. Customer buys. Salescheck made 
out and referred. 


Refers 
Charge saleschecks are referred to the 


Form sent to 


credit office from the authorizers, who | 


work from visible files, in the following 
instances : 

1. When an account is closed or 
coded. 

2. When there is no account. 
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3. When an account is new. 

On closed accounts or those in which 
the authorizer’s index is marked in code 
the account records in the master files 
are drawn and the figures obtained. Rec- 
ords and saleschecks are referred to the 
credit man. Coded accounts are an- 
alyzed as follows: 

1. Goods to residence only. 

2. No goods without written order 
from Mr. 

3. No goods without written order 
from Mrs. 

5. Over limits. 

6. Delinquents. 

8. Derogatory information. 

10. Also has an installment account. 

13. Frauds. 

When the authorizers refer a sales- 
check because a customer seems to have 
no account, the fact may be that there 
has been an error in spelling of the name, 
in this case the customer will be some- 
times located by referring to the geo- 
graphical files. Or there may be a 
change in address. Reference to the 
master folder files or phoning to the cus- 
tomer will straighten this matter out. 
Again the address may be incorrect; in 
this case the master folder files or folio 
clerk files are referred to. 


When an account is not found in the 
files the following rating books may be 
referred to by stores in the New York 
Metropolitan district: 

1. Retail Commercial Rating Book 
of New York. 

2. R. G. Dun. 

3. Credit Reporting Co. of New Jer- 


sey. 
4. Credit Reporting Co. of New Eng- 
land 


: 5. Credit Reporting Co. of Philadel- 
phia. 

When an account cannot be located 
after the above steps have been taken, 
the merch: .dise is sent C.O. D. New 
accounts are referred in case a new cus- 
tomer makes purchase before investiga- 
tion of her application has been com- 
pleted. Checks are attached to the new 
account application and referred to the 
credit man, who authorizes them to be 
passed or held until the prospective cus- 
tomer has been investigated. If the ap- 
plicant is rated well, the check, if it is a 
reasonable amount, is passed at once. 
The same is done when a customer holds 
a responsible position in a large concern. 
As a precautionary measure, all checks 
$100 or over are referred to the credit 
department for the attention of the 
credit man. 


DEPARTMENTS 
Accounting and Control 


Store Systems and Printed Forms 
C. K. Lyans 


HE smooth operation of a large 
store depends on well planned sys- 
tems. A defect in system can increase 


_ the number of people required to do a 


certain job, or it can increase the num- 
ber of errors made in doing the work. 
If too many orders are delivered to 
wrong customers, or too many come back 
marked “wrong address,” or there are 
too many missing checks—whatever the 
error that happens too frequently, the 
first thing to investigate is the system. 


The system is not always at fault, for 
the errors may be due to poor supervi- 
sion or to the carelessness of one or 
two employees in key positions, but a 
small change in system can greatly in- 
crease or decrease the possibility of er- 
ror, and the easier it is to make errors, 
the more will be made. 


Systems and Division of Labor 


Definite, standardized systems are nec- 
essary in a large store because of the 


puta- 
; im- 
ccept 
That 
char- 
cap- 
e in- 
$ pa- 
ying 
mil- 
un- q 
redit 
nces. 
that 
nest. 
even 
are 
osses 
] as i 
bso- 
| 
t to | 
ac- | 
hen 
fied 
de- 
ped 
be 
as 
the 
tho 
ing 
15 


division of labor which makes it im- 
possible for any one person to follow 
any transaction through from start to 
finish, or to pass instructions along by 
word of mouth to other participants in 
the transaction. A sale to be charged 
and sent, for example, is participated in 
by at least two people on the selling 
floor, one person in the authorizing 
room, four people in the delivery, and 
five people in the accounting depart- 
ment; a total of twelve people. Every 
one of them must do his part correctly 
to make the transaction a success. None 
of them can stop to tell the next one 
what to do about each transaction. The 
routine must be laid out in such a way 
that each knows, by the shape in which 
the transaction reaches him, what is the 
correct thing to do. 

Many things may enter into a com- 
pletely planned system: physical layout 
of such things as wrapping desks and 
delivery bins; mechanical equipment 
such as pneumatic tubes, cash registers, 
conveyor belts, bookkeeping machines; 
and most universally present of all, 
printed forms. It is chiefly by the make- 
up of printed forms and by the way 
they are filled in that each successive 
person involved in a transaction knows 
what is the proper thing for him to do 
about it, whether to pass it as correct 
or to hold it up as wrong, and if correct, 
in which of several possible ways to 
handle it. 

This paper will confine itself to a 
discussion of the designing of printed 
forms as a part of system planning. 

In considering the design of a printed 
form, the first question is whether it is 
needed at all. If it is needed then the 
main items to be decided in designing 
the form are (1) the size, (2) the con- 
tent, and the arrangement of the con- 
tent, (3) how many copies are wanted, 
(4) whether the used copies need to be 
controlled against loss, and if so, by 
what method. 


Is the Form Needed? 


The importance of settling definitely 
whether a proposed form is needed be- 
comes quite evident in looking over the 


forms in use in any store or department 
where the adoption of new forms has 
not been carefully watched. It is not 
unusual to find two fairly elaborate 
forms in use in a department, differing 
from each other only in one of several — 
items that have to be filled in on both. — 
By a slight change, one form could serve — 
both purposes, and if two copies are 
needed for different uses, a second copy — 
can be had by employing a carbon. This — 
affords an opportunity to save not only — 
in the cost of printing, but in what is 
more important, clerical labor. 

Sometimes it will be found on inves- 
tigating the forms used in a department, — 
that an entire change of principle is de- — 
sirable, resulting in redesigning several 
forms and adopting a new routine of 
operation. For example, in keeping rec- 
cords of operating costs on delivery 
trucks, it is usual to have a monthly cost 
sheet for each truck, and to transfer the 
totals of each sheet at the end of each 
month to a summary sheet carrying a 
year’s history for the truck. In look- 
ing over a collection of these monthly 
sheets, it is noticeable that the columns 
of gas, oil, mileage, and packages con- 
tain daily entries, while the columns for 
various kinds of repairs contain often 
only one or two entries a month, or 
none at all. It takes time to turn over 
these sheets one by one to make daily 
postings, and to foot them sheet by sheet 
for the monthly summaries, and errors 
in footings are not easily detected. 
Quicker posting and better control can 
be had by having each of the daily items 
—gas, oil, miles, packages—posted on a 
sheet by itself, ruled with a column for 
each day of the month and a line across 
for each car. At the end of the month, 
the sheet showing gallons of gas can be 
totalled down for days, across for cars, 
and the grand total footed both across 
and down is a check on the accuracy of — 
the footings, besides providing without 
extra labor a figure to check with the 
record of gasoline purchased. These to- 
tals by cars would then be transferred 
to the monthly summaries as before; no 
change having been made in the design 
of the monthly summary sheet. 
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The best test of whether a form is 
needed at all, as well as the best guide to 
working out the details of design of a 
needed form, is to write out in full the 
routine into which the form is intended 
to fit, prescribing the exact duties of 
each person who is to use the form. The 
routine, with a tentative draft of the 
form, should be submitted to and ap- 
proved by every person who is to be re- 
sponsible for every part of it, before the 
form is ordered for printing. Every 
suggested change in routine implies a 
possible change in the form. 

Having decided that the form is 
needed, and how it is to be used, we are 
ready to proceed with the final details 
of design. These details are not in prac- 
tice worked out in one, two, three or- 
der, but in the interests of systematic 
presentation we shall take them up in 
that way. 


Size of Form 


First, then, is the question of size. 
Three things have to be considered; 
first, the size indicated by the content of 
the form, second, the size desired for 
convenience of filing, and third, the size 
that will be most economical for print- 
ing. The size indicated by the content 
of the form is, of course, the ruling fac- 
tor. No one would attempt to put into 
20 square inches of space a content that 
requires 100 square inches to be usable. 
But a variation in area of 10 per cent 
either way is not impossible, and the 
dimensions of the form can be adjusted 
to fit filing requirements and printing 
economy by the way in which the mate- 
rial is arranged on the form. 

The size demanded by the material 
depends partly on who is to use the form. 
A ruled form on which written records 
are made up with 3/16” lines is good if 
clericals working at a desk are to use it. 
4" lines are better for ordinary use. If 
used by people used to clerical work but 
working under less favorable conditions, 
5/16” lines may be necessary, as for 
example when the user has to work un- 
der pressure for speed, and without a 
convenient desk. People whose fingers 
have been stiffened by heavy work or 
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who are taking phone calls need even 
more space, and sometimes it is better 
not to rule the writing space at all. 

The method of filing is determined by 
the use and size of the form. Some 
forms are only for temporary record and 
can be destroyed almost immediately. 
No filing method need be planned for 
them. Some are used in conjuction with 
other papers and are filed with them. 
Charge credits, for example, are used 
and filed with charge saleschecks. It, 
therefore, makes filing more convenient 
if they are made uniform in size with 
the salescheck. Other forns are filed 
by themselves. These should be designed 
to fit the standard filing equipment 
nearest to the size required by the con- 
tent. The filing equipment selected may 
be card cabinets, letter files, loose leaf 
binders. Almost any form can be 
planned to fit some standard size, and it 
pays to plan it so, because special sizes 
of filing equipment are expensive. 

Economy of printing requires that the 
dimensions of a form be such that it can 
be cut with a minimum of waste out 
of one of the sizes in which paper is 
manufactured. ‘Thus if 17” x 22” is a 
standard size of paper, then 814” x 11”, 
or any size slightly smaller in dimension 
either way, could be cut with little or 
no waste, but 9” x 11” would be very 
wasteful. 


Content and Arrangement 


Second, the content and arrangement 
are determined mainly by the require- 
ments discovered when working out the 
routine for its use. A list of all the 
items needed on the form, showing why 
each is needed, who would fill it in, who 
would be handicapped if it were left out, 
serves to put every item under severe 
scrutiny before admitting it, and to dis- 
cover any necessary item that might 
have been left out by oversight. The 
arrangement should be such that if more 
than one person participate, in succes- 
sive stages of the routine, in making out 
the form, all the items to be filled out 
by any one person should be together 
on one part of the form. It should also 
be planned so that the significant items 
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show up easily to anyone using it, and 
so that the space on the sheet is eco- 
nomically used. Such mistakes as al- 
lowing too much space for a date line, 
and not enough space for a signature 
are a detriment to both the appearance, 
the economy and efficiency of a form. 
Copies Required 

Third, it is important to decide cor- 
rectly on the number of copies required ; 
whether any carbons are needed, and if 
so whether one, two, or three. To have 
too many copies, besides being more ex- 
pensive to print, results in requiring 
more filing equipment, and frequently 
results in duplication of labor as between 
the different departments to whom the 
copies are given, each doing its own in- 
dependent look-ups, and carrying its own 
history of transactions. It is sometimes 
necessary to curb the desire of depart- 
ments to have their own independent 
record of everything. They like the 
convenience of being able to trace a 
transaction without going outside their 
own offices. They may fail to realize 
how much more it costs to keep up their 
own records on every transaction for the 
sake of that convenience than it would 
cost to suffer the inconvenience in the 
two or three per cent of cases in which 
they have to use the record. 

Where more than one copy of record 
is wanted, a perforated, detachable stub 
may be used in place of an additional 
carbon. It is difficult to get more than 
two legible carbons with a pencil, or 
three with a typewriter. If more than 
this are needed, and a skeleton record 


is sufficient for some of the required 
uses, a combination of carbon copies with 


detachable stubs will serve. A familiar 
form of salescheck is a good example, 
with its three-part original and dupli- 
cate and its one-part tissue, affording 
seven parts out of an original and two 
carbon copies. ‘The value of the per- 
forated stub is limited, however, as an 
element in the design of forms, by the 
fact that its use generally requires ad- 
ditional writing, and if strict accuracy 
is necessary, it needs to be matched with 
the body of the form at some stage in 
the routine of its use. 


Control of Forms 


Saleschecks, credits, and many other 
forms need to be controlled against loss 
after they are used. Printed serial num- 
bers are most convenient for this pur- 
pose in controlling forms used in large 
quantities. With some kinds of rec- 
ords it is possible to record a number of 
transactions on a listing sheet in place 
of making out a separate slip for each 
transaction. Listing sheets are more 
easily controlled and less liable to be 
lost. Separate slips, on the other hand, 
can be sorted into any desired arrange- 
ment after they are made out, but their 
use entails the cost and trouble of main- 
taining a control. In keeping a record 
of merchandise received, some stores use 
one of these principles and some the 
other. Which principle is preferred in 
any case depends on whether the greater 
flexibility of a system based on the lat- 
ter principle is advantageous enough to 
outweigh the cost of controlling it. 


A Few Problems in the Mathematics 
of Merchandising 


Joun W. WINGATE 


ANY buyers and some merchan- 
dise managers are hazy on the 
mathematics of their jobs. In larger 
stores, necessary computations are often 
left to the controller’s department and 
in smaller ones the trial and error meth- 


od is often used because of the mer- 
chant’s lack of training in planning in 
terms of figures. While it is doubtless 
true that a buyer’s main job is to pro- 
mote sales through department manage- 
ment and wise buying, his operations 
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must show a profit in figures, and there 
are some definite rules as to profits, 
which count in determining the amount 
that should be purchased and in 
the pricing of goods. While such com- 
putations may be left to the controller, 
the buyer should not be willing to base 
his activities on mathematical deductions 
that he does not comprehend. ‘The 
more thorough his knowledge of mer- 
chandising arithmetic, the more intelli- 
gent will he be in the actual purchasing 
and pricing of goods. 

There will be indicated here three 
types of mathematical problems that 
every buyer should know. ‘They are 
met not exceptional'y but almost uni- 
versally. In every case it is assumed 
that the retail method of inventory is in 
operation for without it accurate plan- 
ning is most difficult. 


Purchase Limits 


1. The first has to do with the de- 
termination of purchase limits. Of 
equal importance to the question of what 
to buy is the one of how much to buy. 
The answer may be computed from fig- 
ures of planned sales, planned stocks, 
and planned mark-downs. 

Suppose at the beginning of the Spring 
Season (February-July) a buyer has on 
hand a stock at retail prices of $13,000 
carrying a purchase mark-up of 40% 
of retail. After careful consideration 
of all factors, he determines that he can 
reasonably expect sales during the season 
of $40,000. During the corresponding 
season of the previous year, his mark- 
downs were 8% of sales and he believes 
that by more careful buying they can 
be reduced to 7%, or $2,800. He feels 
that on July 1, his stock should be con- 
siderably smaller than in February. Last 
year his stock on July 1 was $12,000 
but was unnecessarily large. After an 
intimate consideration of departmental 
needs, a stock of $10,000 is planned for 
July 1. 

Should a buyer wish to keep his stock 
continually at the same level, it is evi- 
dent that his purchases at retail prices 
should always equal the sum of his sales 
and markdowns. He would buy and 


mark at retail an amount just equal to 
total deductions from stock. If his stock 
is to be increased, the retail purchases 
must equal the sales and mark-downs 
plus this planned increase. If a decrease 
is planned, the retail purchases must 
equal the sales and mark-downs minus 
this planned decrease. In the case un- 
der consideration, a decrease in stock of 
$3,000 is planned, the difference between 
the stock at the beginning of $13,000 
and the stock planned for the end of the 
period of $10,000. The planned sales 
of $40,000 plus the planned mark-down 
of $2,800 totaling $42,800, represent 
the total deductions from the retail stock. 
Since the stock is to be reduced $3,000, 
the planned purchases are $42,800 minus 
$3,000, or $39,800. 

This is a retail figure that must be 
reduced to cost by applying the average 
purchase mark-up percentage of the de- 
partment, in this case 40% of retail. 
The cost is thus 60% of the retail of 
$39,800 or $23,880. This is the amount 
that should be purchased at cost. If 
orders totaling $10,000 for delivery 
during the season have already been 
placed, it is evident that orders for $13,- 
880 may still be given vendors. This 
amount is called the open-to-buy. 

In tabular form: 


Planned sales February 1-July 31. $40,000 
Planned mark-downs Feb. 1-July 31 2,800 
Total Deductions .......... $42,800 
Actual stock Feb. 1........ $13,000 
Planned stock July 31..... 10,000 
Planned decrease ..........- 3,000 


Planned pur. at retail Feb. 1-July 31 $39,800 
Mark-up 40% of retail........... 15,920 


Planned pur. at cost Feb. 1-July 31 $23,880 
Outstanding orders Feb. 1 for deliv- 
ery during season............... 


Open-to-buy for balance of seasoa.. $13,880 

A similar computation may be per- 
formed at any time it is desired to de- 
termine the O. T. B. Suppose on April 
5, shortly before Easter, the actual 
stock is $16,000 at retail, the planned 
sales from April 9 to July 31, $23,000 
the planned mark-downs for the same 
period $2,000 and the outstanding or- 
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ders at cost $4,500. The O. T. B. on 
— 5 will then be computed as fol- 
ows: 


Planned sales April s5-July 31..... $23,000 
Planned mark-downs Apr. 32% 2,000 


Total deductions ........... $25,000 
Actual stock April 5....... $16,000 
Planned stock July 31...... 10,000 


Planned decrease .......... 6,000 
Planned pur. at retail < 5-July 31 $19,000 
Mark-up 40% of retail .......... 7,600 
Planned purchases at cost......... $11,400 
Outstanding orders April 5........ 4,500 


Open-to-buy for balance of season. $6,900 

The same method of computation ap- 
plies where stocks are planned for the 
end of each month rather than solely 
for the beginning and end of a season. 
For instance: 


Planned sales April 5-May 1...... ’. $7,000 
Planned mark-downs April 5-May 1. 500 


Total deductions .......... $7,500 
Actual stock April 5........ $16,000 
Planned stock May 1 ...... 17,000 


Planned pur. at retail April 5-May 1 $8,500 


Planned pur. at cost April 5-May 1. $5,100 
Outstanding orders Apr. s for delivery 


O. T. B. for balance of April ‘$1,600 


The above computations indicate an 
accurate method of determining the 
proper amount to purchase. The great 
merchandising problem is to determine — 
and keep the proper relationship between 
sales and stocks. Once this relationship 
is determined by planning sales (and — 
mark-downs) and stocks, the determina- 
tion of the proper volume is reduced to 
a science. 


Purchase Mark-Up 


2. The second type of problem has to 
do with the determination of the per- 
centage of mark-up necessary to take on 
merchandise in order to allow for mark- 
downs, shortages, and expenses and still 
show a profit. There are six factors 
that enter ‘into the determination of 
profitable retail prices: billed cost, dis- 
counts, expenses, mark-downs, short- 
ages, and profits themselves. The fol- 
lowing computation illustrates how these 
factors enter into the average retail price 


- 
at buyer must place upon his goods. 
% of Sales 
Billed cost of merchandise purchased 70.0 
(incl. transportation charges) 
Cash discount allowed by mfgr. (1) 
(5% of purchases) $3,500 3-5 
Actual cost of merchandise $66,500 
Expenses 28.0 
Profits desired 5,500 5-5 
Gross margin 33,500 33-5 
Sales—Net $100,000 100.0 
Mark-downs $8,000 8.0 
Shortages 2,000 2.0 
Total additions 10,000 10.0 
Original retail 110,000 = 110.0 
Purchase mark-up $40,000 40.0 


Purchase mark-up % (% of 
original retail, 40,000 /110,000) 


36.36 


(1) Where Cash discounts are not credited to selling departments, 
this figure should be omitted. 


Planned increase ............ 1,000 
20 
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It will be seen from the above compu- 
tation that the purchase mark-up as a 
percentage of sales is the sum of expenses, 
mark-downs, and shortages less the 
3-5%=40%.) It will also be seen 
that the original retail price exceeds the 
sales by the sum of the mark-down and 
shortages. In terms of the sales, then, 
the original retail price can always be 
expressed as 100% (the sales)+% of 
mark-down+% of shortages, (100%-+ 
8%+2%=—110%). Since purchase 
mark-up is expressed as a percentage of 
original retail price rather than as a per- 
centage of sales, the percentage of pur- 
chase mark-up may be found by divid- 
ing the purchase mark-up as a percen- 
_ tage of sales by the original retail price 
as a percentage of sales (40/110= 
36.36). 

As a formula: 
purchase mark-up= (expenses-+-prots+ 
mark-downs-++shortages — discout... )—- 
(Sales (100%) -+mark - downs-++short- 
ages). 

Let us apply the formula to a specific 
case. A buyer has reason to believe that 
his expenses during the coming season 
will be about 30% of sales, his mark- 
downs 7% and his shortages 1%. Last 
year, he made a net profit of 3.8% and 
wants to make 4% this season. Cash 
discounts allowed by manufacturers and 
credited to his department average about 
3% of billed purchases or about 2% of 
sales. The buyer and merchandise man- 
ager wish to set a purchase mark-up 


which, if adhered to, will yield the 4% 
profit. 


Applying the formula: 
30+4+7+1—2 40 
100+7+1 108 


==purchase mark-up. 

The buyer must mark up his merchan- 
dise, on an average, 37% of the original 
retail. If an article costs 63 cents, then, 
it must be marked $1.00 so as to allow 
for mark-downs, shortages, discounts, 
and expenses, and still make a profit of 
4% of sales. Since buyers often prefer 
to figure percentages of cost rather than 
percentages of retail, 37% of retail 
may be expressed as a percentage of cost 
by dividing 37 by 63, giving about 59%. 
An article costing $10.00 should be 
marked on an average, $15.90, roughly 
$16.00. 

The reader must not gain the impres- 
sion that every article marked should 
carry this purchase mark-up percentage. 
Such factors as competition and the ap- 
pearance of the goods may make wide 
variation in mark-up percentage neces- 
sary. But if some merchandise is 
marked low, some must be marked high 
so as to adhere over a period to the av- 
erage mark-up percentage scientifically 
planned. 


Adherence to Purchase Mark-Up 


3. The third type of problem has to 
do with the adherence to the purchase 
mark-up planned as above. Probably 
every merchandise manager is always 
confronted with a situation like the fol- 
lowing: 


Inventory February 1 
Purchases February 1-May 1 


Actual purchase mark-up 
% of of retail 
Planned purchase mark-up 


Planned purchases May 1-July 1 


Cost Reiail 
$27,000 $45,000 
35,000 §5,000 
$62,000 $100,000 
3 
$40,000 


During the first half of the spring 
season, then, the purchase mark-up is 
2% less than plan. Assuming that pre- 
vious calculations of expenses, mark- 


downs, shortages, and discounts were 
correct, this 2% will decrease profits by 
that amount unless the situation is 
promptly remedied. The buyer’s prob- 
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lem is to mark the purchases for the 
balance of the season enough above 40% 
so as to strike an average at that point 
for the entire season. This may be done 
as follows: 


Total inventory plus additions 
Planned purchases balance of season X 


Total 


yet an understanding of the principles 
involved is essential to successful mer- 
An understanding 
of figures alone will not make one a 
good buyer but, if one has the other 


chandising control. 


Cost Retail 
$62,000 $100,000 
40,000 


$62,000+X $140,000 


Purchase mark-up: $140,000—($62,000-+ X ) =$78,00oo—X 
This purchase mark-up is to equal 40% of retail 
40% of $140,000=78,000—X 


40,000—22,000 
18,000 
——=45% 
40,000 
These three problems illustrate types 
that are often poorly comprehended and 


=78,000—X 
==22,000=planned purchases at cost 
=$18,00o—mark-up on new purchases 


=purchase mark-up in percentage 


necessary attributes, ability to use mathe- 
matics will make him a better one. 


Personnel 


Welfare Activities 


Grace M. GraAnDSTAFF 


ELFARE departments connected 

with the commercial world have 
been more or less hazy projects until re- 
cent years. Formerly when an employee 
was in need or distress, the employee was 
fortunate or not accordingly as the “boss” 
heard of it and felt so inclined, or had 
had a particularly good day or vice versa. 
But of recent years the order of things 
has changed and we find every organiza- 
tion of size equipped with a welfare de- 
partment which has as its object the 
health, happiness and contentment of its 
people. 

Just what this department includes 
and how much it is capable of doing 
lies in the resources, financial or other- 
wise, that it has at its command. A well 
defined welfare department should have 
at its head a welfare director and should 
function so that its influence is felt in 
every department of the organization. 
The activities naturally fall into three 
divisions: service, health and recreation. 
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Service 

Under service, the physical layout of 
the building should first be studied with 
a view to working conditions that will 
yield the greatest benefit and comfort to 
the employee. The welfare director will 
find much to be done in relieving eye- 
strain, backache and minor ailments by 
studying and adjusting the lighting and 
ventilating systems, working postures 
(sitting and standing) and installing 
new and up-to-date labor-saving devices, 
thereby inducing greater efficiency and 
better health. In this connection it is 
necessary for the welfare director to have 
a working knowledge of all kinds and 
types of jobs, a knowledge of the pro- 
motional possibilities of each job and the 
salary paid for each type of work. 

In a retail organization, a service that 
can control the weekly charge account of 
the employee is both immediate and far 
reaching in its effect. With such inti- 


ler 


mate contact the welfare director can 
cultivate the confidence of the employed" 
often rendering a service through ad- 
vice and guidance toward budgeting and 
thrift. The welfare director should be 
informed from day to day of sales in the 
organization which would be of benefit 
to the employees. 

All transfers and close-outs should be 
discussed with and have the approval of 
the welfare director. The welfare di- 
rector should represent the employee 
and should be a person easily approached, 
one whom the employee need not fear 
and from whom she may expect a 
“square deal.” Except in rare instances, 
every employee is informed of his or her 
weak points. Occasionally, the welfare 
director helps in correcting the weak 
and encouraging the strong points of 
the employee. 

An emergency loan fund should be a 
form of service carefully operated by the 
welfare director so that relief may be 
given in case of unforeseen financial dis- 
tress of the employee. In order to loan 
money intelligently and to the ultimate 
benefit of the employee it is necessary 
for the welfare director to have 
full possession of facts pertaining to his 
time record, salary, charges, and atti- 
tude. Records of this kind should be 
filed in the welfare director’s office and 
kept up to date by a record clerk. No 
interest should be charged on any loan 
and the amount payable each week 
should be determined by the salary re- 
ceived. 

Advice and information pertaining to 
budgeting, housing and boarding, legal 
aid, information regarding rules, or- 
ganization policies, vacations, convales- 
cent homes, amusements and activities 
required or requested, such as employees’ 
fashion shows, sewing and dancing 
classes,—all these should come under the 
supervision of the welfare director. 


Health 


Since health is an important factor 
controlling ability and earning power, 
there is much to be done toward health 
maintenance. In maintaining and reg- 
ulating health, there is need for a hos- 


23 


pital fully equipped and with a trained 
staff capable of giving first aid, reliev- 
ing distress and meeting emergencies. If 
the work of the organization has its ac- 
companying hazards then the hospital 
should be equipped with an operating 
room where immediate surgical aid can 
be administered. 

Treatments for respiratory trouble, 
sore throat and malnutrition, together 
with advice and prescriptions should 
form a part of the daily routine of the 
hospital staff. Where it is possible pre- 
employment examinations should be ex- 
ercised and the judgment of the doctors 
acted upon by the employment office. 
This will check the influx of the phys- 
ically weak and save much inconveni- 
ence and loss of time to employer and 
employee alike. It is necessary to follow 
through and examine periodically all 
cases that present themselves to the hos- 
pital, and therefore the staff should con- 
sist of a doctor or two with regular 
hours each day. A graduate nurse and 
her assistant with a clerical worker 
should be in attendance at all times. The 
above staff can ably serve an organiza- 
tion of from two to three thousand em- 
ployees. 

The nurse and her assistant should be 
responsible for a complete follow-up of 
medical cases until the cases are dis- 
charged by the doctors, calling at the 
home when employees are absent on ac- 
count of illness and preparing a detailed 
report of the financial and home condi- 
tions, making recommendations to the 
welfare director for aid, if necessary. A 
milk clinic should be operated under the 
supervision of the hospital where the 
underweight, undernourished and the 
run down employee may find the needed 
stimulant. This is usually arranged for 
ten o'clock in the morning and three 
o’clock in the afternoon. 

The welfare director should be ac- 
quainted with cases where the employee 
cannot afford medical advice, in connec- 
tion with dentistry, eyeglasses, convales- 
cent homes or lost pay through loss of 
time, etc., and should compensate ac- 
cordingly. 
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A dental clinic should be maintained 
in connection with the hospital where 
examinations may be made free of charge 
and good dentistry dispensed for a nom- 
inal fee. 

So many ills are caused through im- 
proper care of the feet that the health 
maintaining equipment is not complete 
without a good chiropodist. The chi- 
ropodist should be given a retaining sal- 
ary and allowed to charge a small fee. 

Cafeteria or Lunchroom 

In the cafeteria or lunchroom, the op- 
portunity for serving the health, happi- 
ness and contentment of the employee 
is great indeed. Here there should be 
a capable dietitian in charge who is skill- 
ful in arranging a variety of attractive 
dishes that are wholesome and nourish- 
ing and served at cost prices. The cafe- 
teria or lunchroom should be self-sup- 
porting and should have up-to-date 
equipment, airy, attractive, well-venti- 
lated quarters with a high standard of 
cleanliness, purity and value and be so 
controlled and timed that the last to be 
served is served as well as the first. 

An automatic weighing scale and a 
bulletin board where various diets can 
be posted for such ailments as over- 
weight, underweight, cardiac and dia- 
betic cases should be a part of the cafe- 
teria equipment. This helps to give the 
employee a more serious attitude toward 
better health. The dietitian should co- 
operate with the hospital in preparing 
the various diet lists and a menu should 
be placed in the hands of the welfare 
director each day. 

Recreation 

The library should be the first consid- 
eration under recreation and should be 
a friendly homey, well-lighted room fur- 
nished with comfortable chairs, and with 
a writing desk or two provided with 
writing paper and stamps. Shelves 


lined with a variety of good fiction, 
some technical books pertaining to prob- 
lems peculiar to the organization, some 
biographies, poetry, and encyclopedia 
and monthly periodicals should compose 
the mental stimulus for all employees. 

Here the welfare director will find 


that personal contact which is such a 
vital part of her job, and will be able to 
stimulate in a definite way the de- 
velopment of great value to the em- 
ployee. Library books should be loaned 
to the employee on the same basis as in 
any public library, with no charge ex- 
cept a small fine for overdue books. 

Besides the library, a rest room with 
table, comfortable chairs and lounges 
should be provided for women and an 
auditorium with a player piano or radio 
for dances, during lunch hours for the 
younger employees, and parties, lectures, 
concerts and clubs for the enjoyment of 
every one at other times. A smoking 
room for men and an outdoor roof gar- 
den where such games as hand ball and 
tag should be a part of the noon hour 
activities. At these times self-govern- 
ment should be encouraged, but the 
welfare director should be at hand to 
supervise orderliness. It is the writer’s 
opinion that after hour activities of the 
employee should be organized from re- 
quest and never be solicited. Solicita- 
tion smacks of paternalism and when 
paternalism enters, distrust appears. 

Store wide parties and dinners have a 
cooperative group value; they should be 
given in the spirit of good fellowship 
and should be attended by all executives. 

A monthly report of the various activ- 
ities as described in this article should 
be submitted by the head of each depart- 
ment to the welfare director, who in 
turn should study them, inventory the 
activities from time to time and submit 
a summary periodically to the heads of 
the organization. Where the welfare 
department interprets the standard 
and policy of the organization by helping 
the weak and encouraging the strong 
and where the employee is assured of the 
friendliness, the sympathy and the inter- 
est of the directors of the organization, 
he is unconsciously stirred to greater ef- 
fort, deeper loyalty and better service. 
In serving those who serve, the welfare 
department is under great obligation to 
serve well, looking at the employees as 
partners in the enterprise. 
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